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Agatha L. Mergenovich, Secretary
Interstate Commerce Commission 2etom, D G,

Washington, D.C. 20423 T
Re: Lease of Railroad Equipment dated August 15, 1982
between Flambeau Paper Corp. and Exchange
National Bank of Chicago, as Trustee

Dear Ms. Mergenovich:

Pursuant to 49 U.S.C. Section 11303 and the Commission's
rules and regulations thereunder, enclosed for filing on behalf

of The First National Bank of Chicago are counterparts of the
following documents:

(1) Lease of Railroad Equipment dated as of August 15,
1982, between Flambeau Paper Corp. and Exchange
National Bank of Chicago as Trustee under Trust
Agreement dated as of August 15, 1982 with Portec
Lease Corporation.

(2) Security Agreement dated as of August 15, 1982
between Exchange National Bank, as Trustee, and
The First National Bank of Chicago.

The names and addresses of the parties to the aforementioned
Lease and Security Agreement are:

(1) Owner-Trustee-Lessor:

Exchange National Bank of Chicago,

as Trustee under Trust Agreement o
dated as of August 15, 1982 with BA
Portec Lease Corporation e =

— T
130 South LaSalle Street - 5
Chicago, Illinois 60603 SN <
Attention: Corporate Trust Department g B 3
T =
(2) Lessee: P ji
- = B

Flambeau Paper Corp. =
Park Falls, Wisconsin 54552
Attention: Steve Semencheck, President



Ms. Agatha Mergenovich
Page 2
September , 1982

(3) Secured Party:

The First National Bank of Chicago
One First National Plaza

Chicago, Illinois 60670
Attention: Midwest Division

Please file and record the documents referred to in this
letter and index them under the names of the Owner-Trustee-Lessor,
the Lessee and the Secured Party.

The Equipment subject to the Lease and Security is described
in Annex A to the Lease and consists of Forty-eight (48) 20,730
gallon, exterior coiled, insulated tank cars with road numbers
NATX73814 through NATX73861, inclusive.

There is also enclosed a check for $100.00 payable to the
Interstate Commerce Commission, representing the fee for
recording the Lease and Security Agreement.

Please stamp all counterparts of the enclosed documents with
your official recording stamp. You will wish to retain one copy
of the instruments for your files. Please deliver the remaining
counterparts to the bearer of this letter.

Very truly yours,

EXCHANGE NAT;QN ANK OF CHICAGO,
as Truste

/ // M“@'

Enclosures (
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Futerstate Commeree Commissgion
Sashington, B.E. 20423

OFFICE OF THE SECRETARY

September 21, 1982
Vice Prosident

Exchange National Bank of Chicago
130 South LaSalle Street
Chicago, Illinois 60603

Dear s
e Sire

The enclosed document {s) was recorded pursuant to the provi-
sions of Section 11303 of the Interstate Commerce Act,49 U.S.C.

11303, on 3/21/82 atj0:05AM » and assigned re-

recordation number (s).

13795 & 13795-A

Sincerely yours,

7 o P, e
éz,(/"w - AN Ly 2

Agdtha L. Mergetiovich
Secretary

Enclosure (s)

SE-30
(7/79)
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INTERSTATE COMMERCE COMMISSlON

EXCHANGE NATIONAL BANK OF CHICAGO,
NOT IN ITS INDIVIDUAL CAPACITY BUT SOLELY
AS TRUSTEE UNDER A TRUST AGREEMENT
WITH PORTEC LEASE CORP,
dated as of August 15, 1982

and

FLAMBEAU PAPER CORP.

LEASE OF EQUIPMENT
dated as of

August 15, 1982

This instrument is executed in counterparts, with one executed
counterpart bearing the legend "ORIGINAL" across the bottom of the
first page, and each of the other executed counterparts beaL.ng the
legend "COPY" across the bottom of the first page. Only Lie
executed counterpart marked "ORIGINAL" shall be deemed to he
"CHATTEL PAPER" the delivery of which to a secured party shall
perfect a security interest therein. Each executed councerpart
marked "COPY" shall be deemed to be an executed original for
evidentiary purposes but shall not be deemed to be "CHATTEL PAPER".
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LEASE OF EQUIPMENT

LEASE OF EQUIPMENT dated as of August 15, 1982 (the "Lease")
between Exchange National Bank of Chicago, not in its individual
capacity but solely as Trustee under a Trust Agreement with Portec
Lease Corp. dated as of August 15, 1982 (hereinafter called the
"Lessor"), and FLAMBEAU PAPER CORP., a Wisconsin corporation
(hereinafter called the "Lessee").

WHEREAS the Lessee desires to lease from the Lessor certain
equipment under this Lease, consisting of forty-eight (48) - 20,730
gallon exterior coiled, insulated tank cars or such lesser number as
are delivered and accepted and settled for under the terms hereof
and which are described on Exhibit A attached hereto (which are
hereinafter individually called "Unit" or "Units of Equipment"; and,
collectively, "Units", "Units of Equipment”, or the "Equipment") at
the rentals and for the terms and upon the conditions hereinafter
provided; and

WHEREAS in connection with the Equipment to be leased hereunder,
the Lessor has borrowed or will borrow funds from The First National+
Bank of Chicago (hereinafter referred to as the "Secured Party")
pursuant to a Participation Agreement (hereinafter referred to as
the "Participation Agreement"), dated as of August 15, 1982, among
the Lessor, the Lessee, Portec Lease Corp. (hereinafter referred to
as the "Trustor") and Pentair, Inc. (hereinafter referred to as the
"Guarantor"); and the Secured Party has or will have a security
interest in the Lease and the Equipment in accordance with a certain
Security Agreement between the Lessor and the Secured Party, dated
as of August 15, 1982, (hereinafter referred to as the "Security
Agreement”); and the Lessee and the Trustor have entered into an
Indemnity Agreement dated as of August 15, 1982 (hereinafter
referred to as the "Indemnity Agreement");and

WHEREAS, the Guarantor has executed its Guaranty dated as of
August 15, 1982 (hereinafter referred to as the "Guaranty"), by
which it guarantees unconditionally the performance of the Lessee's
obligations under the Participation Agreement and this Lease; and

WHEREAS the Lessor shall acquire the Units of Equipment at the
Purchase Price set forth in Exhibit A hereto (hereinafter referred
to as the "Purchase Price") from North American Car Corporation
(hereinafter called the "Vendor") under the terms and conditions of
this Lease, the Participation Agreement and the Purchase Order
Assignment dated as of August 15, 1982:

NOW, THEREFORE, in consideration of the premises and of the
rentals to be paid and the covenants hereinafter mentioned to be



kept and performed by the Lessee, the Lessor hereby leases the Units
to the Lessee upon the following terms and conditions:

SECTION l: Net Lease. This Lease is a net lease and the Lessee
shall not be entitled to any abatement of rent, reduction thereof or
setoff against rent, including, but not limited to, abatements,
reductions or setoffs due or alleged to be due by reason of any past,
present or future claims of the Lessee against the Lessor, the
Trustor or the Secured Party under this Lease or otherwise; nor,
except as otherwise expressly provided herein, shall this Lease
terminate, or the respective obligations of the Lessor or the Lessee
be otherwise affected, by reason of any defect in or damage to or
loss of possession or loss of use or destruction of all or any of.
the Units from whatsoever cause any liens, encumbrances or rights of
others with respect to any of the Units, the prohibition of or other
restriction against the Lessee's use of all or any of the Units, the
interference with such use by any person or entity, the invalidity
or unenforceability or lack of due authorization of this Lease, any
insolvency of or the bankruptcy, reorganization or similar proceeding
against the Lessee, or for any other cause whether similar or
dissimilar to the foregoing, any present or future law to the
contrary notwithstanding, it being the intention of the parties
hereto that the rents and other amounts payable by the Lessee
hereunder shall continue to be payable in all events in the manner
and at the times herein provided unless the obligation to pay the
same shall be terminated pursuant to the express provisions of this
Lease. To the extent permitted by applicable law, the Lessee hereby
waives any and all rights which it may now have or which at any time
hereafter may be conferred upon it, by statute or otherwise, to
terminate, cancel, quit or surrender the lease of any of the Units,
except in accordance with the express terms hereof. Except as
expressly provided hereunder each rental or other payment made by
the Lessee hereunder shall be final and the Lessee shall not seek to
recover all or any part of such rentals or other payments from the
Lessor.

SECTION 2: Delivery and Acceptance of Items. The Lessor hereby
appoints the Lessee or any person or persons appointed by the Lessee
as its agent for inspection and acceptance of the Units pursuant
hereto. The Lessor will cause each Unit to be delivered to the
Lessee at the point or points at which such Unit is delivered to the
Lessor. Upon such delivery, the Lessee will cause an inspector
appointed by the Lessee to inspect the same, and if such Unit is
found to be acceptable, to accept delivery of such Unit and execute
and deliver to the Lessor a certificate of acceptance substantially
in the form of Exhibit B hereto attached (each of such certificates
of acceptance hereinafter called a "Certificate of Acceptance"),
dated as of the acceptance date with respect to each Unit or Units
accepted in accordance herewith, stating that each such Unit has
been inspected and accepted on behalf of the Lessor and the Lessee
on the date of such Certificate of Acceptance and is marked in
accordance with Section 5 hereof, whereupon such Unit shall be
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deemed to have been delivered to and accepted by the Lessee and
Lessor and shall be subject thereafter to all the terms and
conditions of this Lease. By the execution and delivery of each
such Certificate of Acceptance, the Lessee acknowledges that it has
no knowledge of any defects in any of the Units of Equipment covered
by such Certificate of Acceptance. The acceptance of an Unit or
Units of Equipment in accordance with this Section 2 shall not
constitute a waiver or release of any claim that the Lessee or the
Lessor may have against the Vendor or the builder of such Unit or
Units of Equipment.

SECTION 3: Rent.

(a) Interim Rent. The Lessee shall pay to the Lessor interim
rent ("Interim Rent") for each Unit of Equipment identified in a
Certificate of Acceptance in an amount per day equal to .031158% of
the Purchase Price thereof for the period from the Settlement Date
(as that term is defined in the Participation Agreement) to and
including December 31, 1982. The Interim Rent payment payable by
Lessee shall be increased (or decreased) by the amount that the
interest due on the note executed by the Lessor and described in the
Security Agreement (the "Note") on such date exceeds (or is less
than) the interest that would have been due if the Note had borne
interest at the rate 16.0% per annum. At least three days prior to
the Interim Rent payment date the Lessor will advise the Lessee, or
cause the Lessee to be advised, of the Interim Rent due on such
rental payment date and the calculations showing how the amount was
arrived at.

{b) Basic Rent. The Lessee will pay to the Lessor Basic Rent
("Basic Rent™) for each Unit of Equipment identified in a Certificate
of Acceptance in 40 semi-annual installments, payable in advance.
The 40 semi-annual payments of Basic Rent shall each be in an amount
equal to 5.68632% of the aggregate Purchase Price of the Units of
Equipment subject to this Lease. With respect to any Basic Rent
payment date, the Basic Rent payment payable by Lessee shall be
increased (or decreased) by the amount that the interest due on the
note executed by the Lessor and described in the Security Agreement
(the "Note") on such date exceeds (or is less than) the interest
that would have been due if the Note had borne interest at the rate
16.0% per annum. At least three days prior to each semi-annual
Basic Rent payment date (other than the final Basic Rent Payment
Date) the Lessor will advise the Lessee or cause the Lessee to be
advised, of the Basic Rent due on such rental payment date and the
calculations showing how the amount was arrived at.

(c) Rent Payment Dates. Interim Rent shall be due and payable
on January 1, 1983. Basic Rent shall be due and payable beginning
January 1, 1983, and each and every January and July 1 thereafter,
with the final payment of Basic Rent due July 1, 2002.




(d) Business Days, etc. If any of the Basic Rent payment dates
referred to above is not a business day, the rental payment otherwise
payable on such date shall be payable on the next succeeding
business day. The Lessee agrees to make all payments provided for
in this Lease by 11:00 a.m., Central Time, in immediately available
funds at such place in the continental United States of America as
the Lessor may in writing direct.

SECTION 4: Term of Lease. The basic term of this Lease as to
each Unit of Equipment shall begin on the date of acceptance of such
Unit (the "Basic Lease Term Commencement Date"); provided, however,
that no Unit delivered for acceptance after September 30, 1982, will
be included in this Lease. Subject to the provisions of Sections 7,
10, 13 and 18 hereof, this Lease shall terminate with respect to an
Unit of Equipment on December 31, 2002.

SECTION 5: Identification Marks. The Lessee will cause each
Unit to be kept numbered with the serial number set forth in Exhibit
A hereto, and will keep and maintain, plainly, distinctly,
permanently and conspicuously marked on each Unit, in letters not
less than one inch in height, the words "SUBJECT TO A SECURITY
INTEREST FILED WITH THE INTERSTATE COMMERCE COMMISSION" or other
appropriate words designated by the Lessor, with appropriate changes
thereof and additions thereto as from time to time may be required
by law in order to protect the Lessor's title to and the Secured
Party's security interest in such Unit and the rights of the Lessor
under this Lease, and of the Secured Party under the Security
Agreement. The Lessee will not place any such Unit in operation or
exercise any control or dominion over the same until such name and
words shall have been so marked thereon and will replace promptly
any such name and words which may be removed, defaced or destroyed.

The Lessee will not change the identification number of any Unit
unless and until (i) amendments to the Lease and the Security
Agreement satisfactory in form to the Lessor and Secured Party shall
have been prepared by Lessee, which amendments shall contain a
statement of new number or numbers to be substituted therefor and
upon due execution of the amendments by the Lessor, Lessee and
Secured Party, the same shall be filed by the Lessee in all public
offices where this Lease and the Security Agreement shall have been
filed and (ii) the Lessee shall have furnished the Lessor and the
Secured Party an opinion of counsel to the effect that such
amendments have been so filed, such filing will protect the Lessor's
and the Secured Party's interests in such Units and no filing with
or giving of notice to any other Federal, state or local government
or agency thereof is necessary to protect the interests of the
Lessor and the Secured Party in such Units.

Except as provided in the immediately preceding paragraph, the
Lessee will not allow the name of any person, association or



corporation to be placed on any Unit as a designation that might be
interpreted as a claim of ownership; provided, however, that any Unit
may be lettered with the names or initials or other insignia custom-
arily used by the Lessee, its affiliates, or permitted sublessees.

SECTION 6: Taxes. All payments to be made by the Lessee here-
under will be free of expense to the Lessor, the Trustor and Secured
Party and the Lessee indemnifies the Lessor, the Trustor and the
Secured Party separately:

(a) for collection or other charges; and
(b) with respect to the amount of:
(i) any local, state, federal orbforeign taxes, other than:
A, any United States federal income tax, and

B. to the extent that the Lessor receives credit
therefor against its United States federal income
tax liability, any foreign withholding tax with
respect to the payments provided for herein, and

c. the aggregate of all state or city income taxes
or franchise taxes measured by net income based
on such receipts, or gross receipts taxes based
on such receipts (except gross receipts taxes in
the nature of sales or use taxes other than such
taxes as may be imposed by any taxing jurisdiction
as a result of the use or operation of any Unit
by the Lessee within such jurisdiction which
would not otherwise be imposed but for such use
or operation);

(ii) any license fees, assessments, charges, fines and
penalties hereafter levied or imposed upon or in
connection with or measured by this Lease or by any
sale, rental, use, payment, shipment, delivery, or
transfer of title under the terms hereof, or security
transfer of title under the Security Agreement;

all such expenses, taxes, license fees, assessments, charges, fines
and penalties being hereinafter called "Impositions", all of which
Impositions the Lessee assumes and agrees to pay within 15 days
after demand (accompanied by a statement in reasonable detail as to
the amount payable) in addition to the other payments to be made by
it provided for herein. The Lessee will also pay promptly all
Impositions which may be imposed upon any Unit or for the use or
operation thereof or upon the earnings arising therefrom (except as
provided above) or upon the Lessor, the Trustor or the Secured
Party, solely by reason of their respective interests in any Unit
and will keep at all times all and every part of such Unit free and
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clear of all Impositions which might in any way affect the interests
of the Lessor, the Trustor or the Secured Party or result in a lien
upon any such Unit; provided, however, that the Lessee shall be
under no obligation to pay any Impositions of any kind so long as it
is contesting them in good faith and by appropriate legal proceed-
ings and the nonpayment thereof does not, in the reasonable opinion
of the Lessor or the Secured Party, adversely affect the title,
property or rights of the Lessor, the Trustor or the Secured Party;
further provided, the Lessee shall not be required to pay any
Imposition until the same is legally due and payable; and provided,
further, that the Lessee shall not be required to pay any Imposition
or reimburse any person for any loss, cost or expense related to any
Imposition which is the subject of any lien, charge, security
interest or other encumbrance which the Lessee is not required to
pay or discharge. 1If any Impositions shall have been charged or
levied against the Lessor, the Trustor or the Secured Party,
directly and paid by the Lessor, the Trustor or the Secured Party,
(excluding specifically, any taxes levied on the net income of
Lessor, the Trustor or the Secured Party, or any franchise tax in
lieu thereof) the Lessee shall reimburse the Lessor all such
amounts, the Trustor or the Secured Party on presentation of any
invoice therefor.

In the event any reports with respect to Impositions are legally
required to be made, the Lessee will either make them or cause them
to be made in such manner as to show the interests of the Lessor and
the Secured Party in such Units or notify the Lessor and the Secured
Party of such requirement and make such reports or cause them to be
made in such manner as shall be reasonably satisfactory to the
Lessor and the Secured party; provided, however, that the Lessor,
the Trustor and the Secured Party shall provide such information and
assistance as shall be appropriate in the circumstances. Lessee
shall send or cause to be sent a copy of such report or return to
Lessor, the Trustor and Secured party, or will notify the Lessor,
the Trustor and Secured Party of such requirement and make or cause
to be made such report or return in such manner as shall be
reasonably satisfactory to Lessor.

In the event that the Lessor shall become obligated to make any
payment to the Secured Party pursuant to Section 6 of the Security
Agreement not covered by the provisions of this Section 6, the
Lessee shall pay such additional amounts (which shall also be deemed
Impositions hereunder) to the Lessor as will enable the Lessor to
fulfill completely its obligations pursuant to said Section 6.

In the event that, during the continuance of this Lease, the
Lessee becomes liable for the payment or reimbursement of any
Imposition, pursuant to this Section 6, such liability shall
continue, notwithstanding the expiration of this Lease, until all
such Impositions are paid or reimbursed by the Lessee.



SECTION 7: Payment for Casualty Occurrences. In the event that
(a) any Unit shall be or become worn out, lost, stolen, destroyed,
or, in the reasonable opinion of the Lessee irreparably damaged,
from any cause whatsoever, or taken or requisitioned or seized by
any governmental agency by condemnation or otherwise resulting in
loss of possession by the Lessee for a period of sixty (60) days or
more; or (b) title to any of the Units shall be impaired and the
Lessee's right of possession lost for a period of thirty (30)
consecutive days or more as a result of the failure of Lessee to
take such steps as may be necessary to protect and preserve the
title of Lessor to the Units during the term of this Lease, (such
occurrences being hereinafter called "Casualty Occurrences") the
Lessee shall promptly and fully notify the Lessor and the Secured
Party within 15 days of Lessee's learning of a Casualty Occurrence.
On the Basic Rent payment date next succeeding such notice (or, in
the event such notice is delivered after the 60th day next preceding
the expiration of the term of this Lease or any renewal thereof,
within 60 days after such occurrence) the Lessee shall pay to the
Lessor an amount equal to the rental payment or payments in respect
of such Unit due and payable on such date plus a sum equal to the
Casualty Value (as hereinafter defined) of such Unit as of the date
of such payment in accordance with this Section 7. Upon the making
of such payment by the Lessee in respect of any Unit, the rental for
such Unit shall cease to accrue, the term of this Lease as to such
Unit shall terminate and (except in the case of the loss, theft or
complete destruction of such Unit) the Lessor shall be entitled to
recover possession of such Unit. The Lessor hereby appoints the
Lessee its agent to dispose of any Unit suffering a Casualty
Occurrence or any component thereof, at the best price obtainable on
an "as is, where is" basis, provided that the Lessee shall be
entitled to the proceeds of disposition of such Unit to reimburse
the Lessee for any payment by the Lessee of the Casualty Value of
such Unit, and shall pay any excess to the Lessor after deduction
from such excess of the reasonable expenses of the Lessee incident
to such sale,

The Casualty Value of each Unit of Equipment as of the payment
date on which payment is to be made as aforesaid shall be that
percentage of the Purchase Price of such Unit as is set forth
opposite the date of the applicable Basic Rent payment date in
Exhibit C attached hereto.

Except as provided in this Section 7, the Lessee shall not be
released from its obligations hereunder in the event of, and shall
bear the risk of any Casualty Occurrence to any Unit during the term
of this Lease or any extension or renewal thereof with respect to
such Unit.

SECTION 8: Reports. On or before July 1, in each year,
beginning July 1, 1983, the Lessee will furnish to the Lessor, the
Trustor and the Secured party an accurate statement (a) setting
forth as of the preceding May 31, the description and serial numbers
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of all Units of Equipment that have suffered a Casualty Occurrence
not reflected in a previous report pursuant to this Section 8, and
such other information regarding the condition and state of repair
of the Units of Equipment as the Lessor or Secured party may
reasonably regquest (which statement shall be in addition to the
notice of Casualty Occurrence required in Section 7); and (b)
stating that, in the case of all Units of Equipment repainted or
repaired during the period covered by such statement, the serial
numbers and the markings required by Section 5 hereof have been
preserved or replaced. The Lessor, at its sole cost and expense
shall have the right by its agents, to inspect the Units of
Equipment (provided, however, that such inspection shall not impede
the orderly movement at origin or destination of any Unit of
Equipment) and the Lessee's records with respect thereto at such
reasonable times following at least three days' prior written notice
to the Lessee as the Lessor may request during the continuance of
this Lease. In addition, upon written request by the Lessor, the
Trustor or the Secured Party, Lessee shall promptly advise such
person of the most recent location known to the Lessee of any Unit
of Equipment subject to this Lease.

SECTION 9: Disclaimer of Warranties; Compliance with Laws and
Rules; Maintenance; Indemnification. THE LESSOR MAKES NO AND SHALL
NOT BE DEEMED TO HAVE MADE ANY WARRANTY OR REPRESENTATION, EITHER
EXPRESS OR IMPLIED, AS TO THE DESIGN OR CONDITION OF, OR AS TO THE
QUALITY OF THE MATERIAL, EQUIPMENT OR WORKMANSHIP IN, THE EQUIPMENT
DELIVERED TO THE LESSEE HEREUNDER, AND THE LESSOR MAKES NO WARRANTY
OF MERCHANTABILITY OR FITNESS OF THE EQUIPMENT FOR ANY PARTICULAR
PURPOSE OR AS TO TITLE TO THE ITEMS OF EQUIPMENT OR ANY COMPONENT
THEREQF, IT BEING AGREED THAT ALL SUCH RISKS, AS BETWEEN THE LESSOR
AND THE LESSEE, ARE TO BE BORNE BY THE LESSEE; except that the
Lessor, represents and warrants that the Lessor has whatever title
to the Units was originally conveyed to the Lessor, free and clear
of all liens, charges and encumbrances attributable to any act or
failure to act on the part of the Lessor unrelated to the
transactions contemplated hereby or in the Participation Agreement.
The Lessor hereby irrevocably appoints and constitutes the Lessee
its agent and attorney-in-fact during the term of this Lease to
assert and enforce from time to time, in the name of and for account
of the Lessor and/or the Lessee, as their interests may appear, at
the Lessee's sole cost and expense, whatever claims and rights the
Lessor may have against the Vendor or the builder, of any Unit of
the Equipment. Any sum collected as a result of such .enforcement
shall be paid to the Lessee to the extent required to correct the
defects in the Units and to reimburse the Lessee for its reasonable
costs of collection (including reasonable attorneys fees) and the
Lessee may retain any recoveries specifically identified as
consequential damages recovered by Lessee. The balance of any sums
so collected by the Lessee shall remain the property of Lessor. The
Lessee's delivery of a Certificate of Acceptance shall be conclusive
evidence as between the Lessee and the Lessor that the Units
described therein are in all the foregoing respects satisfactory to
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the Lessee, and the Lessee will not assert any claim of any nature
whatsoever against the Lessor based on any of the matters referred
to in this paragraph.

The Lessee agrees, for the benefit of the Lessor, the Trustor
and Secured Party, to comply in all respects with all laws of the
jurisdictions in which the Units of Equipment may be used or
operated, and with all lawful rules of any legislative, executive,
administrative or judicial body exercising any power or jurisdiction
over the Units (including, without limitation, the rules of the
United States Department of Transportation, the Interstate Commerce
Commission and the current Interchange Rules or supplements thereto
of the Mechanical Division, Association of American Railroads in
effect from time to time); provided that, in any event, Lessee shall
comply in all respects with all such laws and rules as involve any
significant possibility of criminal liability on the part of the
Lessor, the Trustor or the Secured Party, or any significant
possibility of liability on the part of the Lessor, the Trustor or
the Secured Party not indemnified against by the Lessee. Notwith-
standing the foregoing sentence, in the event that such laws or
rules require the alteration of the Units, or in case any equipment
or appliance on any Unit shall be required to be changed or
replaced, or in case any additional or other equipment or appliance
is required to be installed on any Unit in order to comply with such
laws, regulations, requirements and rules, the Lessee agrees to make
such alterations, changes, additions and replacements at its own
expense, The Lessee may at its own expense, upon written notice
thereof to the Lessor, the Trustor and the Secured Party, in good
faith contest the validity or application of any such law or rule in
any reasonable manner which does not, in the reasonable opinion of
the Lessor, the Trustor or Secured Party (based upon consultation
with counsel if requested by Lessee and paid for by Lessee)
adversely affect the property or rights of the Lessor or the Secured
Party under this Lease.

Subject to the provisions of Section 7 hereof, the Lessee agrees
that, at its own cost and expense, it will maintain and keep each
Unit in good order and repair, ordinary wear and tear excepted, and
in any event, suitable for use in interchange in accordance with the
Interchange Rules of the Association of American Railroads. The
Lessee will comply with all requirements and recommendations of the
builder of the Equipment for the use, maintenance and operation of
the Equipment, including such builders' current manuals of
operation, and any supplement or update thereto, with respect to
which any failure in compliance would limit or excuse the builders'
obligation to repair any defects, the failure to repair which would
substantialy impair the value of any Unit.

The Lessee shall use the Equipment for the customary purpose or
purposes for which such Equipment was designed and shall not subject
any Units of Equipment to careless or needlessly excessive, violent
or rough use,



Any and all additions to any Unit and any and all parts installed
on and additions and replacements made to any Unit shall constitute
accessions to such Unit and, at the cost and expense of the Lessee,
full ownership thereof free from any lien, charge, security interest
or encumbrance (except for those created by the Security Agreement)
shall immediately be vested in the Lessor, and the Secured Party as
their respective interests appear in the affected Unit; provided,
however, that the Lessee, at its own cost and expense, may furnish
additions to any Unit during the term of this Lease provided that
such additions 4o not diminish the value, utility or condition of
such Unit and are readily removable without causing damage to such
Unit, in which case such additions shall be owned by the Lessee, and
shall be removed by the Lessee, at its expense, without causing
damage to such Unit, upon or prior to return of such Unit to the
Lessor pursuant to Section 11 or Section 14 hereof.

The Lessee hereby agrees to indemnify, protect and hold harmless
the Lessor (in both its individual and fiduciary capacities), the
Trustor and the Secured Party, separately, from and against all
losses, damages, injuries, liabilities, suits, causes of action,
judgments, claims and demands whatsoever, regardless of the cause
thereof, and expenses in connection therewith, including, but not
limited to, counsel fees and expenses, patent liabilities, or
penalties and interest arising out of, alleged to have arisen out
of, or as the result of the entering into or the performance of this
Lease, the ownership of any Unit, the ordering, acquisition, use,
operation, condition, purchase, delivery, non-delivery, rejection,
storage, freight charges or return of any Unit or any accident in
connection with the operation, use, condition, possession, storage
or return of any Unit resulting in damage to property or injury or
death to any person, except as otherwise provided in Section 14 of
this Lease, and except as directly results from Lessor's gross
negligence or wilful misconduct. Any payments made pursuant to the
indemnities provided for in this paragraph shall be augmented by
such sum, if any, as may be necessary to defray any additional tax
liability of the indemnitee that would not have been incurred but
for the indemnity and to put the indemnitee in the same financial
position he would have been in had such event not occurred. The
indemnities arising under this paragraph shall continue in full
force and effect notwithstanding the full payment of all obligations
under this Lease, the termination of this Lease, or damage to, or
the destruction of, any or all Units of Equipment.

Anything in this Section 9 to the contrary notwithstanding, the
Lessee shall not be required to indemnify the Lessor, the Trustor,
the Secured Party or any other person (hereinafter referred to in
this paragraph as the "Indemnitees") against any loss, damage,
injury, claim or demand which arises out of or is caused by breach
of warranty of possession, use, or quiet enjoyment by the party to
be indemnified or the gross negligence or wilful misconduct of such
Indemnitee, provided, however, that for the purpose of this indemnity
no such gross negligence, wilful misconduct, violation, breach,
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encumbrance or obligation by one Indemnitee shall be imputed to any
other Indemnitee nor be deemed to relieve the Lessee of its
obligation to the other Indemnitees. Lessee upon payment of the
above indemnity shall be subrogated to rights of persons or entities
indemnified.

The Lessee shall prepare and deliver to the Lessor within a
reasonable time prior to the required date of filing (or, to the
extent permissible, file on behalf of the Lessor) any and all
reports (other than income tax returns) to be filed by the Lessor
with any federal, state or other regulatory authority by reason of
the ownership, lien or leasehold by the Lessor or the Secured Party
of the Units, or the leasing thereof other than reports required
solely by reason of this business of Lessor, or Secured Party, not
related to this Lease or its subject matter, provided, however, that
the Lessor shall, to the extent appropriate, join in and execute
such reports.

SECTION 10: Default. If, during the continuance of this Lease,
one or more of the following events (each such event being
hereinafter sometimes called an "Event of Default") shall occur:

(a) default shall be made in payment of any amount due under
this Lease, and such default shall continue for seven (7) days;

(b) the Lessee shall make or permit any unauthorized sublease,
assignment or transfer of this Lease or of possession of any Unit or
Units not permitted by Section 12 hereof;

(c) default shall be made in the observance or performance of
any other of the covenants, conditions and agreements on the part of
the Lessee contained herein and such default shall continue
unremedied for 30 days after the earlier of receipt of actual
knowledge by any officer of the Lessee or written notice from the
Lessor to the Lessee specifying the default and demanding that the
same be remedied: .

(d) any representation or warranty made by the Lessee herein or
by or on behalf of the Lessee or the Guarantor in any document or
certificate furnished to the Lessor by or on behalf of the Lessee or
the Guarantor in connection herewith or pursuant hereto shall at any
time prove to have been incorrect as of the date or dates when made,
in any material respect;

(e) the Lessee or the Guarantor shall consent to the
appointment of a receiver, trustee or liquidator of itself or of a
substantial part of its property, or the Lessee or the Guarantor
shall admit in writing its inability to pay its debts generally as
they come due, or shall make a general assignment for the benefit of
creditors, or the Lessee or the Guarantor shall file a voluntary
petition in bankruptcy or a voluntary petition or an answer seeking
reorganization in a proceeding under the Federal Bankruptcy Code (as
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now or hereafter in effect) or an answer admitting the material
allegations of a petition filed against the Lessee in any such
proceeding, or the Lessee or the Guarantor shall by voluntary
petition, answer or consent, seek relief under the provisions of any
other now existing or future bankruptcy or other similar law
providing for the reorganization or winding-up of corporations, or
providing for an agreement, composition, extension or adjustment
with its creditors;

(£). an order, judgment or decree shall be entered against the
Lessee or the Guarantor without that party's consent, by any court
or governmental agency of competent jurisdiction appointing a
receiver, trustee or liquidator of the Lessee or the Guarantor or of
any substantial part of its property, or any substantial part of the
property of the Lessee or the Guarantor shall be sequestered, and
any such order, judgment or decree of appointment or sequestration
shall remain in force undisimssed, unstayed or unvacated for a
period of 60 days after the date of entry thereof;

(g) a petition against the Lessee or the Guarantor in a
proceeding under the Federal Bankruptcy Code or other insolvency
laws (as now or hereafter in effect) shall be filed and shall not be
withdrawn or dismissed within 60 days thereafter, or if, under the
provisions of any law providing for reorganization or winding-up of
corporations which may apply to the Lessee or the Guarantor, any
court of competent jurisdiction shall assume jurisdiction, custody
or control of the Lessee or the Guarantor or of any substantial part
of its property and such jurisdiction, custody or control shall
remain in force, unrelinquished, unstayed or unterminated for a
period of 60 days; or

(h) the Lessee shall fail to notify the Lessor, the Trustor and
the Secured Party of any Event of Default;

(i) an Event of Default, as defined therein, shall exist under
the Security Agreement;

(j) any event or condition shall occur which (i) results in the
acceleration of the maturity of any indebtedness of the Lessee or
the Guarantor equal to or exceeding $3,000,000 or (ii) enables (or,
with the giving of notice or lapse of time or oath, would enable)
the holder of any such indebtedness or any person acting on such
holders behalf to accelerate the maturity thereof;

then, in any such case, the Lessor, at its option, may:

(i) proceed by appropriate court action or actions either at
law or in equity, to enforce performance by the Lessee of
the applicable convenants of this Lease or to recover
damages for the breach thereof, including without
limitation reasonable attorneys' fees; or
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by notice in writing to the Lessee terminate this Lease,
whereupon all rights of the Lessee to the use of the Units
of Equipment shall absolutely cease and terminate as though
this Lease had never been made, but the Lessee shall remain
liable as hereinafter provided; and thereupon the Lessor
may by its agents enter upon the premises of the Lessee or
other premises where any of the Units of Equipment may be
and take possession of all or any of such Units of
Equipment and thenceforth hold, possess and enjoy the same,
free from any right of the Lessee, or its successors or
assigns, to use the Units of Equipment for any purposes
whatever; but the Lessor shall, nevertheless, have a right
to recover from the Lessee any and all amounts which, under
the terms of this Lease, may be then due or which may have
accrued to the date of such termination (computing the
rental for any number of days less than a full rental
period by multiplying the rental for such full rental
period by a fraction of which the numerator is such number
of days and the denominator is the total number of days in
such full rental period) and also to recover forthwith from
the Lessee as damages for loss of bargain and not as a
penalty, whichever of the following amounts the Lessor, in
its sole discretion, shall specify: (x) a sum, with respect
to each Unit, equal to the excess of the present value, at
the time of such termination, of the entire unpaid balance
of all rental for such Unit which would otherwise have
accrued hereunder from the date of such termination to the
end of the term of this Lease as to such Unit over the then
present value of the rental which the Lessor reasonably
estimates to be obtainable for the Unit during such period
to be computed in each case on the basis of a 8% per annum
discount, compounded annually from the respective dates
upon which rentals pursuant to Section 3 hereof would have
been payable hereunder had this Lease not terminated, or
(y) an amount equal to the excess, if any, of the Casualty
Value of each Unit as of the rental payment date on or next
preceding the date of termination over the amount that the
Lessor reasonably estimates to be the sales value of each
Unit at such time; provided, however, that in the event
that the Lessee shall object to the amount specified by the
Lessor pursuant to either of the preceding clauses (x) and
(y) the parties shall cause an appraisal to be made in the
manner provided in Section 13 of this Lease, to determine,
at Lessee's sole expense, the applicable amount under the
preceding clauses (xX) and (y) and such determination shall
be binding upon the Lessor and the Lessee, but such amount
shall in any event be sufficient to repay the unpaid
principal amount of the outstanding note secured by the
Security Agreement together with all accrued interest
(including any penalty interest) thereon to the date of
payment; provided further, that in the event that the
Lessor shall have sold any Unit (which sale shall be in a
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commercially reasonable manner), the Lessor, in lieu of
collecting any amounts payable to the Lessor by the Lessee
may at its sole option demand that the Lessee pay to it,
and the Lessee shall pay to the Lessor on the date of such
sale, as liquidated damages for loss of a bargain and not
as a penalty, an amount equal to the excess, if any, of the
Casualty Value for such Unit, as of the rental payment date
on or next preceding the date of termination over the net
proceeds of such sale.

The remedies in this Lease provided in favor of the Lessor shall
not be deemed exclusive, but shall be cumulative, and shall be in
addition to all other remedies in its favor existing at law or in
equity. However, no remedy or combination of remedies hereunder
shall increase Lessee's obligations under the Lease beyond the
aggregate of (a) the amounts which would have been payable by the
Lessee or otherwise realized by the Lessor had the Lease been
performed, including, but not limited to, any diminution in the
value of the Equipment or any loss occasioned by the failure of the
Lessor to realize the residual value of the Equipment; (b) damages,
expenses (including reasonable attorney's fees and expenses) and
obligations resulting from such default; and (c) interest as
provided herein. The Lessee hereby waives any mandatory require-
ments of law, now or hereafter in effect, which might limit or
modify the remedies herein provided to the extent that such waiver
is permitted by law. The Lessee hereby waives any and all existing
or future claims to any offset against the rental payments due
hereunder, and agrees to make rental payments regardless of any
offset or claim which may be asserted by the Lessee or on its
behalf, except to the extent specifically permitted hereunder.

The failure of the Lessor to exercise the rights granted it
hereunder upon the occurrence of any of the Events of Default shall
not constitute a waiver of any such right upon the continuation or
recurrence of any such contingencies or similar, or any other Events
of Default.

The Lessee agrees to furnish written notice to the Trustee
promptly upon any responsible officer's becoming aware of any
condition which constituted or constitutes an Event of Default under
this Lease or which after notice or lapse of time or both would
constitute such an Event of Default, specifying such condition and
the nature and status thereof. A "responsible officer" shall mean,
with respect to the subject matter of any covenant, agreement or
obligation of the Lessee in this Lease contained, any corporate
officer of the Lessee who, in the normal performance of his
operational responsibilities, would have knowledge of such matter
and the requirements of this Lease with respect thereto.

SECTION 1ll: Return of Equipment Upon Default. If this Lease
shall terminate pursuant to Section 10 hereof, the Lessee shall
forthwith deliver possession of the Units of Equipment to the Lessor
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in at least as good operating order, repair and condition as that in
which the Lessee is obligated to maintain the Equipment pursuant to
Section 9 hereof. For the purpose of delivering possession of any
Unit or Units of Equipment to the Lessor as above required, the
Lessee shall, at its own cost, expense and risk:

(a) Forthwith cause each such Unit of Equipment to be
transported to such place in the continental United States of
America, except the State of Alaska, as the Lessor may designate in
writing; and

(b) Store each such Unit of Equipment on such lines of railroad
so designated by Lessor (which may be, if Lessor shall designate,
premises owned or leased by Lessee) at the risk and expense of the
Lessee for 180 days or until the same has been satisfactorily
disposed of by the Lessor, whichever occurs earlier,

The delivery, storage and transporting of the Equipment as
hereinbefore provided shall be at the expense and risk of the Lessee
and are of the essence of this Lease. Upon application to any court
of equity having jurisdiction in the premises, the Lessor shall be
entitled to a decree against the Lessee requiring specific
per formance of the convenants of the Lessee to disassemble, deliver,
store and transport the Equipment as provided herein. During any
storage period, the Lessee will permit the Lessor or any person
designated by it, including the authorized representative or
representatives of any prospective purchaser of any such item of
Equipment, to inspect the same during normal business hours.

Without in any way limiting the obligation of the Lessee under
the foregoing provisions of this Section 11, the Lessee hereby
irrevocably appoints the Lessor as the agent and attorney of the
Lessee, with full power and authority, at any time while the Lessee
is obligated to deliver possession of any Unit of Equipment to the
Lessor, to demand and take possession of such Unit of Equipment.

SECTION 12: Assignment; Possession and Use. This Lease or the
rents hereunder shall be assignable in whole or in part by the Lessor
without the consent of the Lessee, but the Lessee shall be under no
obligation to any assignee of the Lessor except upon written notice
of such assignment from the Lessor. All the rights of the Lessor
hereunder (including, but not limited to, the rights under Sections
6, 7, 10 and 15, and the rights to receive the rent payable under
this Lease) shall inure to the benefit of the Lessor's assigns.

In furtherance of the immediately preceeding paragraph, the
Lessee acknowledges that pursuant to the Security Agreement the
Lessor shall assign to the Secured Party its rights under this Lease
excepting from such assignment the indemnities of the Lessee running
to the Lessor or the Trustor contained in Sections 6 and 9 of the
Lease to the extent that the Lessee has agreed to indemnify the
Secured Party separately in each instance (such indemnities of
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Lessee so excepted being hereafter referred to as the "Excepted
Indemnities"). The Lessee acknowledges that it has reviewed the
Security Agreement and is familiar with the reservation by the
Lessor of its rights under this Lease with respect to the Excepted
Indemnities which are to be considered personal indemnities and not
part of the security assignment of this Lease for purposes of the
Security Agreement, and the Lessee acknowledges that those Excepted
Indemnities will not be assigned to the Secured Party. The Excepted
Indemnities shall be and remain enforceable by the Lessor and the
Trustor against the Lessee notwithstanding the assignment by the
Lessor of all other of its right, title and interest in and to this
Lease, As to the Lessor, the Lessee waives any defense to its
obligations under this Lease arising solely out of the fact that
some but not all of Lessor's rights under this Lease have been
assigned.

The Lessee, at its own expense, will promptly at all times during
the term of this Lease or any extension or renewal thereof and upon
return of the Equipment pursuant to Section 11 or 14 hereof, pay or
discharge any and all sums claimed by any party which, if unpaid,
might become a lien, charge, security interest or other encumbrance
(other than an encumbrance created by the Lessor or Secured Party,
or other assignee of Lessor or resulting from claims against the
Lessor or Secured Party or other assignee of Lessor, not related to
the ownership of the Equipment or assumed by Lessee hereunder) upon
or with respect to any Unit of Equipment, including any accession
thereto, or the interest of the Lessor or Secured Party, therein,
and will promptly discharge any such lien, claim, security interest
or encumbrance which arises. The Lessee shall not, without the
prior written consent of the Lessor, part with the possession or
control of, or suffer or allow to pass out of its possession or
control, any of the Units of Equipment, except to the extent
permitted by the provisions of this Section 12, provided, however,
that Lessee's delivery of any Unit to a railroad for use in
interchange shall not be deemed to violate this Section 12,

So long as no Event of Default exists under the Lease, the
Lessee may without the prior written consent of the Lessor, sublease
the Units and permit any sublessee to further sublease the Units;
provided, however, that any such sublease satisfies each of the
requirements hereinafter set forth. Every such sublease shall
subject the rights of the sublessee under such sublease to the
rights of the Lessor and the Secured Party in respect of each Unit
covered by such sublease in the event of the happening of an Event
of Default, shall in all respects be subject and subordinate to this
Lease and the Security Agreement, shall permit the Unit or Units
subject to such sublease to be used only in the same geographical
area in which such Unit or Units may be used by the Lessee pursuant
to this Lease, and shall not release or otherwise discharge the
Lessee from any of its obligations under this Lease. On or prior to
the effective date of any such sublease which may be entered into by

-16-



the Lessee without the consent of the Lessor, the Lessee shall give
the Lessor written notice thereof and a copy of such sublease. 1In
no event shall any assignment, transfer or.sublease relieve the
Lessee of any of its obligation liabilities or duties hereunder,
which shall be and remain those of a principal and not of a
guarantor.

Lessee will not cause or permit the Equipment to be used in such
manner or to carry any cargo that will expose the Equipment to
penalty, forfeiture or capture.

The Lessee will not cause or permit any Unit of Equipment to be
used outside the contiguous 48 states of the United States of
America without the prior written consent of the Lessor and the
Secured Party; provided, however, that notwithstanding the foregoing
Lessee shall be permitted to use any Unit or Units of Equipment in
Canada if prior to such use in Canada Lessee shall, at Lessee's
expense, make such filings or recordings in such offices within
Canada as the Secured Party and Lessor reasonably deem necessary to
protect and preserve the Lessor's and the Secured Party's respective
interests in such Unit or Units and provide Lessor and Secured Party
with copies of such filing or recordings as the case may be.

Any removal or loss of possession caused by a Casualty Occurrence
or by a governmental agency exercising the power of condemnation
shall not be considered a breach of Lessee's obligations contained
in this Section 12. Nothing in this Section 12 shall be deemed to
restrict the right of the Lessee to assign or transfer its leasehold
interest under this Lease in the Units or possession of the Units to
any corporation incorporated under the laws of any state of the
United States of America or the District of Columbia (which shall
have duly assumed the obligations of the Lessee hereunder, under the
Indemnity Aqreement and under the Participation Agreement) into or
with which the Lessee shall have become merged or consolidated
(provided such entity shall have net worth not less than that of
Lessee immediately prior to such merger or consolidation) or which
shall have acquired the property of the Lessee as an entirety or
substantially as an entirety, provided that upon the effectiveness of
such merger, consolidation or acquisition, no Event of Default shall
have occurred and be continuing hereunder; and further provided that

the Guarantor shall reaffirm its guaranty of the obligations under
the Guaranty.

SECTION 13: Purchase and Renewal Options. Provided that this
Lease shall not have been earlier terminated and that no Event of
Default shall have occurred and be continuing, the Lessee may by
written notice delivered to the Lessor not less than nine months
prior to the end of the original term or any extended term of this
Lease, as the case may be, elect (a) to purchase all of the Units
then covered by this Lease at the end of such term or such extended
term for a purchase price equal to the Fair Market Value (as
hereinafter defined) of such Units as of the end of such term or
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extended term or (b) to extend the term of this Lease in respect of
all of such Units then covered by this Lease for an additional one
year period commencing on the scheduled expiration of the original
term or the extended term of this lL.ease, as the case may be. 1In the
event that the term of this Lease is extended pursuant to the
preceding sentence, the Lessee shall pay rentals in arrears at the
"Fair Market Rental" in semi-annual payments on July 1 and January 1
in each year of such extended term.

Fair Market Value shall be determined on the basis of, and shall
be equal in amount to, the value which would obtain in an
arm's-length transaction between an informed and willing buyer-user
(other than a lessee currently in possession or a used equipment
dealer) and an informed and willing seller under no compulsion to
sell and, in such determination, costs of removal from the location
of current use shall not be a deduction from such value. "Fair
Market Rental" shall be determined on the basis of, and shall be
equal in amount to, the value which would obtain in an arm's-length
transaction between an informed and willing lessee (other than a
lessee currently in possession) and an informed and willing lessor
under no compulsion to lease and, in such determination, costs of
removal from the location of current use shall not be a deduction
from such value. If on or before ninety (90) days prior to the
expiration of the term of this Lease, the Lessor and the Lessee are
unable to agree upon a determination of the Fair Market Value or the
Fair Market Rental, as the case may be, of the relevant Units, such
value may at Lessee's option, be determined in accordance with the
foregoing definitions by a qualified independent Appraiser. The
term "Appraiser" shall mean such independent appraiser as the Lessor
may select with the approval of the Lessee, or failing such approved
selection, a panel of three independent appraisers, one of whom
shall be selected by the Lessor, the second by the Lessee and the
third designated by the first two so selected. The Appraiser shall
be instructed to make such determination within a period of 30 days
following appointment, and shall promptly communicate such determina-
tion in writing to the Lessor and the Lessee. The determination so
made shall be conclusively binding upon both the Lessor and the
Lessee. The expenses and fees of the Appraiser shall be borne by the
Lessee. Upon payment of the purchase price in respect of Units that
are purchased by the Lessee, the Lessor shall upon request of the
Lessee execute and deliver to the Lessee, or to the Lessee's assignee
or nominee, a bill of sale (without warranties and on an "as is,
where is"™ basis) for such Units such as will transfer to the Lessee
such title to such Units, free and clear of all liens, charges,
security interests and other encumbrances created or caused by the
Lessor or the Secured Party or other assignee of the Lessor, or
resulting from claims against Lessor or the Secured Party or other
assignee of the Lessor not arising out of the ownership or leasing
of the Equipment or assumed by Leassee hereunder,.
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SECTION l4: Return of Equipment Upon Expiration of Term.

(a) Upon the expiration or termination of this Lease or any
extension hereof, the Lessee, at its own expense, will transport,
insure and return the Equipment to the Lessor at such point on
railroad lines within the Continental United States, excluding
Alaska, as Lessor shall designate in writing. The Equipment shall
be returned to the Lessor in at least as good operating order,
repair and condition as that in which the Lessee is obligated to
maintain the Equipment pursuant to Section 9 hereof and shall be
suitable for use in interchange in accordance with the Interchange
Rules of the Association of American Railroads.

(b) If Lessor so requests or if Lessor fails to appoint a place
of return as provided in the foregoing subsection, then the Lessee
will permit the Lessor to store any or all Units of Equipment, at
Lessee's expense, on such storage tracks as the Lessor may
reasonably specify or on any other lines owned or leased by Lessee,
for a period not exceeding 180 days for each Unit of Equipment.
During any such storage period, the Lessee will permit the Lessor or
any person designated by it, including the authorized representative
or representatives of any prospective purchaser of such Unit of
Equipment, to inspect the same; provided, however, that the Lessee
shall not be liable, except in the case of negligence, gross
negligence or wilful misconduct of the Lessee or of its employees or
agents, for any loss or damage to such Unit or for any injury to, or
the death of, any person exercising, either on behalf of the Lessor
or any prospective purchaser, the rights of inspection granted under
this sentence. The delivery, storage and transporting of the Units
of Equipment as hereinbefore provided are of the essence of this
Lease. Upon application to any court of equity having jurisdiction
in the premises, the Lessor shall be entitled to a decree against
the Lessee requiring specific performance of the covenants of the
Lessee so to deliver, store and transport the Units of Equipment.

SECTION 15: Filing. Prior to the delivery and acceptance of
the first Unit of Equipment hereunder, the Lessee at its own expense
will cause this Lease and the Security Agreement to be duly filed,
registered or recorded with the Interstate Commerce Commission in
accordance with 49 U.S.C. §11303 and in such other places within or
without the United States as the Lessor or the Secured Party may
reasonably request and will furnish the Lessor and the Secured Party
proof thereof. The Lessee will, from time to time, do and perform
any other act and will execute, acknowledge, deliver, file, register
and record (and will refile, reregister or rerecord whenever
required) any and all further instruments required by law or
reasonably requested by the Lessor or the Secured Party for the
purpose of protecting the Lessor's title to, or the Secured Party's
security interest in, any Unit of Equipment to the reasonable
satisfaction of the Lessor's or the Secured Party's counsel or for
the purpose of carrying out this Lease, and in connection with any
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such action, will deliver to the Lessor and the Secured Party proof
of such filings and an opinion of the Lessee's counsel reasonably
satisfactory to the Lessor and the Secured Party that such action
has been properly taken. Lessor shall advise Lessee of any
situation of which it has actual knowledge which requires action by
Lessee under this Section. The Lessee will pay all costs, charges
and expenses incident to any such filing, refiling, recording and
rerecording or depositing and redepositing of any such instruments
or incident to the taking of such action.

SECTION 16: Security Assignment. The Lessor may from time to
time assign its interest hereunder, as provided in the Security
Agreement. The assignment of such interest and creation of a lien
under the Security Agreement shall not require the Lessee's written
notice from the Lessor of such an assignment (except sums payable
pursuant to the Excepted Indemnities as defined in Section 12
hereof). The Lessee will pay all sums due to the Lessor under this
Lease to the Secured Party, at such time and in such manner as the
Secured Party may direct in writing. The Secured Party shall apply
the amounts received from the Lessee to all amounts then due on the
Note and on the Indebtedness Hereby Secured under the Security
Agreement and, provided the Lessor is not then in default, promptly
remit the excess, if any, to the Lessor.

SECTION 17: 1Insurance to be Maintained.

(a) The Lessee will, at all times prior to the return of the
Units of Equipment to the Lessor, and at its own expense, cause to
be carried and maintained (i) casualty insurance in respect of the
Equipment, provided however that the Lessee may self insure the
Equipment to the same extent that the Lessee self insures with
respect to casualty loss other equipment owned or leased by the
Lessee similar in nature to the Equipment; (ii) public liability
insurance with respect to third party personal and property damage,
and the Lessee will continue to carry such insurance with such
deductibles (not to exceed $50,000 per occurrence), in such amounts
(which, with respect to the above-mentioned public liability
insurance, shall not be less than $20,000,000 for any single
occurrence), and for such risks as are consistent with prudent
industry practice but in any event with no greater deductibles and
at least comparable in amounts and against risks customarily insured
against by the Lessee in respect of equipment owned or leased by it
similar in nature to the Equipment. The proceeds of the casualty
insurance shall be payable to the Lessor, the Trustor, the Secured
Party and the Lessee, as their interests may appear. Any policies
of insurance carried in accordance with this paragraph shall (i)
require 30 days' prior notice of cancellation or material change in
coverage to the Lessor, the Trustor and the Secured Party and (ii)
name the Lessor, the Trustor and the Secured Party as additional
named insureds, as their respective interests may appear, and shall
provide that, in respect of the interests of the Lessor, the Trustor
and the Secured Party in such policies, the insurance shall not be

-20-




invalidated by any action or inaction of the Lessee and shall insure
the Lessor, the Trustor and the Secured Party regardless of any
breach or violation of any warranty, declaration or condition
contained in such policies (or in the application therefor or in any
other document submitted to the insurer in connection therewith) by
the Lessee. Prior to the first date of delivery of any Unit of
Equipment pursuant to the Lease, and thereafter not less than 5 days
prior to the expiration dates of the expiring policies required
pursuant to this Section 17, the Lessee shall deliver to the Lessor,
the Trustor and the Secured Party certificates of insurance issued
by the insurers thereunder evidencing the insurance maintained
pursuant to this Section 17; provided, however, that if the delivery
of a certificate is delayed, the Lessee shall deliver an executed
binder with respect thereto and shall deliver the formal certificate
upon receipt thereof.

(b) If the Lessor shall receive (i) any insurance proceeds from
insurance maintained by the Lessee pursuant hereto in respect of any
Unit suffering a Casualty Occurrence, so long as no Event of Default
shall have occurred and be continuing, the Lessor shall pay such
insurance proceeds to the Lessee to the extent of any Casualty Value
actually paid by the Lessee as a reimbursement of any Casualty Value
paid by the Lessee and any balance of such proceeds shall continue
to be the property of the Lessor, or (ii) any condemnation payments
with respect to any Unit suffering a Casualty Occurrence, so long as
no Event of Default shall have occurred and be continuing, the Lessor
shall remit such payments to the Lessee to the extent of any Casualty
Value actually paid by the Lessee as a reimbursement of any Casualty
Value paid by the Lessee, and any balance of such condemnation pay-
ments shall remain in the property of the Lessor. Insurance proceeds
received by the Lessor in respect of any Unit not suffering a
Casualty Occurrence shall, to the extent of the cost of repairs of
such damage, be paid to the Lessee upon proof satisfactory to the
Lessor that any damage to such Unit in respect of such proceeds has
been repaired.

(c}) In the event that the Lessee shall fail to maintain
insurance as herein provided, the Lessor may at its option provide
such insurance (giving the Lessee prompt written notice thereof)
and, in such event, the Lessee shall, upon demand from time to time,
reimburse the Lessor for the cost thereof together with interest at
the rate provided in Section 19 hereof.

SECTION 18: Voluntary Termination. So long as no Event of
Default has occurred and is continuing, Lessee shall have the right
at its option, upon three months prior notice to Lessor, to terminate
this Lease with respect to all or any portion of the Equipment
subject to the Lease (herein referred to as the "Terminated
Equipment") only on the Basic Rent Payment Date specified in such
notice provided such date follows the expiration of the notice
period (the "Termination Date"); provided, however, that such
termination shall not take effect unless the Lessee shall have fully
complied with the following conditions:
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(a) No Event of Default shall have occurred and be continuing
on the Termination Date.

(b) The Termination Date as to any Unit of Equipment shall not
occur prior to July 1, 1996,

(c) On the Termination Date the Lessee shall pay the semi-annual
installment of rent otherwise payable on such date with respect to
the Terminated Equipment.

(d) Rentals, interest rates or similar charges payable by the
Lessee in connection with the acquisition or rental of the same or
similar equipment under conditional sale contracts, leases or other
arrangements for deferred payment of the purchase price thereof,
shall be disregarded in determining whether the Units of Equipment
have become obsolete or surplus,

(e) After the giving of the aforesaid notice, the Lessee shall
at its own expense arrange on behalf of and as agent for the Lessor
to sell the Terminated Equipment to a purchaser or purchasers (which
shall not be the Lessee or any affiliate of the Lessee) for cash in
an arm's-length transaction at the highest price or prices obtain-
able, such sale or sales to be made as of the Termination Date. The
Lessee will obtain a binding commitment in writing from each
purchaser, which shall specify that the purchase price shall be
payable in immediately available funds on the Termination Date. Not
later than 30 days prior to the Termination Date the Lessee shall
deliver to the Lessor a signed copy of each of the aforesaid binding
commitments. The sales price of the Terminated Equipment will be
for the account of the Lessor; provided, however, that if such sales
price is less than the Termination Value (as hereinafter deflnedﬁ as
of the Termination Date for the Terminated Equipment, the Lessee
will on the Termination Date pay to the Lessor in immediately
available funds, an amount equal to the difference between such
Termination Value and such sales price, and provided further that
the Lessor may elect to retain the Terminated Equipment by notice to
the Lessee prior to the Termination Date, in which case the highest
price specified in any qualifying commitment to purchase the
Terminated Equipment received by the Lessee shall be deemed for the
purposes of this Section 18 to be the sales price of the Terminated
Equipment.

(€£) The Termination Value of the Terminated Equipment as of the
Termination Date shall be an amount equal to a percentage of the
Purchase Price of such Unit as is set forth opposite the date of the
aprlicable Basic Rent payment in Exhibit C hereto.

(g) Upon payment of the purchase price of the Terminated
Equipment so sold, the amount, if any, payable by the Lessee
pursuant to the last sentence of paragraph (4) of this Section 18
and the rental payment payable on the Termination Date, this Lease
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shall terminate with respect to the Terminated Equipment, and the
Lessor shall execute and deliver to the purchaser or purchasers of
the Terminated Equipment, a bill or bills of sale (without
warranties) for the Terminated Equipment such as will transfer to
the purchaser or purchasers thereof such title to the Terminated
Equipment as the Lessor derived from the Vendor, free and clear of
all liens, security interests and other encumbrances arising through
the Lessor, whereupon this Lease will terminate as to the Terminated
Equipment so sold. The Lessor agrees, at the expense of the Lessee
to obtain from the Secured Party, as of the Termination Date, the
release of the Equipment from the Security Agreement.

SECTION 19: 1Interest on Overdue Rentals. Anything to the
contrary herein contained notwithstanding, any nonpayment of rentals
and other obligations due hereunder shall result in the obligation
on the part of the Lessee promptly to pay, to the extent legally
enforceable, interest at the rate of one percent in excess of the
rate charged from time to time on the Note on the overdue rentals
and other obligations for the period of time during which they are
overdue or such lesser rate of interest as may be legally
enforceable.

SECTION 20: Covenant of Quiet Enjoyment. So long as no Event
of Default shall exist under this Lease, the Lessee shall be
entitled to the possesion and use of the Equipment and to the quiet
enjoyment thereof in accordance with the terms of this Lease.

SECTION 21: Notices. Any notice required or permitted to be
given by either party hereto to the other shall be deemed to have
been given when deposited in the United States certified mails,
first-class postage prepaid, addressed as folldws:

If to the Lessor: Exchange National Bank of Chicago
130 South LaSalle Street
Chicago, Illinois 60603

Attn: Corporate Trust Department

If to the Trustor: Portec Lease Corp.
300 windsor Drive
Oak Brook, Illinois
Attn: W. Farnsworth

If to the Lessee: Flambeau Paper Corp.
Park Falls, Wisconsin 54552
Attn: Steve Semenchuk

With a copy to: Pentair, Inc.
1700 West Highway 36
St. Paul, Minnesota 55113
Attn: J. H. Gunewald,
Vice President, Finance
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If to the Secured .
Party: The First National Bank of Chicago
One First National Plaza
Chicago, Illinois 60670
Attn: Midwest Division

SECTION 22: Severability; Effect and Modification of Lease. Any
provision of this Lease which is prohibited or unenforceable 1in any
jurisdiction, shall be, as to such jurisdiction, ineffective to the
extent of such prohibition or unenforceability without invalidating
the remaining provisions hereof, and any such prohibition or
unenforceability in any jurisdiction shall not invalidate or render
unenforceable such provision in any other jurisdiction.

This Lease exclusively and completely states the rights of the
Lessor and the Lessee with respect to the leasing of the Equipment
and supersedes all other agreements, oral or written, with respect
thereto. No variation or modification of this Lease and no waiver
of any of its provisions or conditions shall be valid unless in
writing and signed by duly authorized officers of the Lessor, the
Lessee and the Secured Party.

SECTION 23: Execution. This Lease may be executed in counter-
parts, such counterparts together constituting but one and the same
instrument, but the counterpart delivered to the Lessor shall be
deemed to be the original counterpart. Although this Lease is dated
as of the date first set forth above for convenience, the actual
date or dates of execution hereof by the parties hereto is or are,
respectively, the date or date; stated on the signature page hereof.

P

SECTION 24: Jurisdiction and Law Governing. This Lease shall
be considered as having been executed in the State of Illinois,
irrespective of its actual place of delivery and shall in all
respects be governed by, and construed in accordance with, the laws
of the State of Illinois, including all matters of construction,
validity and performance. To the extent permitted by law, the
Lessee hereby irrevocably waives any immunity from jurisdiction or
venue to which it might otherwise be entitled in any action arising
out of or relating to the Lease which may be instituted in any such
court in the States of Illinois or Wisconsin, and any immunity from
the execution or enforcement, in any court of general jurisdiction,
of any judgment obtained in such action.

SECTION 25: Agreement for Lease Only. The Lessor and the Lessee
agree that this Lease is, and is intended to be, a true Lease (and
not a Lease intended as security or a lease in the nature of a
security interest), that as between Lessor and Lessee, Lessor is the
owner of the Equipment for all purposes and that Lessee has no rights
to the Equipment whatsoever other than as Lessee under this Lease,
and Lessor and Lessee further agree to treat this lease as a true
Lease for all purposes and to take no actions inconsistent with the
foregoing.
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Lessee and Lessor hereby further agree that, for Federal income
tax purposes, this Lease shall constitute an agreement with respect
to "qualified leased property,”" as such term is defined in Section
168(f) (8) (D) of the Internal Revenue Code of 1954, as amended (the
"Code"). Lessor, as lessor of such property for Federal income tax
purposes, and Lessee, as lessee of such property for Federal income
tax purposes, hereby (i) agree to characterize, and do hereby
characterize, this Lease as a lease, with Lessor as owner-lessor and
Lessee as lessee, and the Equipment as property leased thereunder
and (ii) irrevocably elect to have the provisions of Section
168 (£) (8) of the Code apply to this Lease and to the Equipment and
the subject transaction. Lessor and Lessee hereby further agree to
take all such procedural action as may be required by the
regulations of the Treasury Department to effectuate this election.
Lessee represents and warrants to Lessor that it has not made, and
covenants that it will not make, any designation or election for
Federal income tax purposes under Section 168(f) (8) of the Code
inconsistent with this election.

SECTION 26: Lessor as Trustee. Lessor has entered into this
Lease, not in its individual capacity but solely as Trustee under a
Trust Agreement dated as of August 15, 1982 (the "Trust Agreement")
with Portec Lease Corp. as Trustor. It is expressly understood and
agreed, anything herein to the contrary notwithstanding contained in
this Lease, that each and all of the representations, warranties,
covenants, undertakings and agreements herein made on the part of
the Lessor are each and every one of them is made and intended for
the purpose of binding only the Trust Estate (the "Trust Estate") as
such term is used in the Trust Agreement, and this Lease is executed
and delivered by the Lessor solely in the exercise of the powers
expressly confgrred upon the Lessor as Trustee under said Trust
Agreement and that no personal liability or personal responsibility
is assumed by or shall at any time be asserted or enforceable
against the Lessor in its individual capacity or the Trustor on
account of any representation, warranty, undertaking, covenant or
agreement of the Lessor, either expressed or implied, all such
personal liability, if any, being expressly waived and released by
the parties hereto and by all persons claiming by, through or under
them.
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IN WITNESS WHEREOF,
Lease as of the day and date first above written.

“ESST TRUST OFFICER

(S EAL)

ATTEST:
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the Lessor and the Lessee have executed this

EXCHANGE NATIONAL BANK, not in its

individual capacity but solely as
t Agreement

Trustee Under a Tr
dated as, of Augx 15, 1982

FLAMBEAU PAPER CORP.

ItS ChalrE&n
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STATE OF ILLINOIS )

) SS
COUNTY OF C O O K )

\
On this 7‘/’¢day of;%yfﬁ} 1982 Eﬁgore me appeared MICHAEL D. GOODMAN
and ynfCENT B. BOW personally known to me to
be the Vice President and Assistant Trust Officer of EXCHANGE
NATIONAL BANK OF CHICAGO, respectively and personally known to me to
be the persons whose names are subscribed to in the foregoing
instrument, and severally acknowledged that as such Vice President
and Assistant Secretary they signed and delivered said instrument on
behalf of said corporation and caused the corporate seal to be
affixed thereto by the authority of its Board of Directors as the

free and voluntary act of said corporation for the uses and purposes
set forth.

Notary Public

My Commission Expires:;@i/? /7)73

(S EAL)

STATE OF MINHESOTA )

COUNTY OF HENNEPIN )

On this {;é’ﬂay of Sept, 1982 before me appeared D. Eugene
Nugent and J. H. Grunewald personally known to me to be

the 'Chairman and Secretary of FLAMBEAU PAPER CORP., respectively
and personally known to me to be the persons whose names are
subscribed to in the foregoing instrument, and severally
acknowledged that as such - Chairman - and Secretary they
signed and delivered said instrument on behalf of said corporation
and caused the corporate seal to be affixed thereto by the authority
of its Board of Directors as the free and voluntary act of said

corporation for the uses and purposes set orthki::7~§;277

Notary Public

My Commission Expires: 3 32'1/%7—

PIPISISO0P 000004
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3502B/30

TYPE

20,730 gallon
exterior coiled
insulated tank
cars

EQUIPMENT DESCRIPTION LIST

EXHIBIT A

QUANTITY

MANUFACTURER

438

Union Tank
Car Company

-28-

ROAD
NUMBERS

NATX
73814
73861
inclusive

TOTAL:

PURCHASE
PRICE

$56,275
per unit

$2,701,200



EXHIBIT B

CERTIFICATE OF ACCEPTANCE
UNDER LEASE OF EQUIPMENT

TO: The Lessor, and Secured Party as defined in a Lease
of Equipment dated as of August 15, 1982, between
EXCHANGE NATIONAL BANK, not individually, but solely
as Trustee under
a Trust Agreement dated as of August 15, 1982 (the
"Lessor")
and FLAMBEAU PAPER CORP., INC. (the "Lessee").

I, a duly appointed inspector and authorized representative of the
Lessee and of the Lessor, hereby certify that I have inspected,
received, approved and accepted delivery, on behalf of the Lessee
and Lessor under the Lease of Equipment of the following Units of
Equipment:

Type of Equipment: 20,730 gallon, exterior coiled, insulated

tank cars
Vendor: North American Car Corporation
Place Accepted: Park Falls, Wisconsin

Date Accepted:
Number of Units:
Road Number (s):

Purchase Price of Each
Unit of Equipment: $56,275

I further certify that the foregoing Equipment is in good order
and condition, and conforms in all material respects to the speci-
fications applicable thereto, and to all applicable United States
Department of Transportation and Interstate Commerce Commission
requirements and specifications and to all Standards recommended by
the Association of American Railroads for similar equipment and at
the time of delivery to the Lessee there was plainly, distinctly,
permanently and conspicuously marked upon each Unit of Equipment the
following legend in letters not less than one inch in height:

"SUBJECT TO A SECURITY INTEREST FILED WITH THE INTERSTATE
COMMERCE COMMISSION."

The execution of this Certificate will in no way relieve or
decrease the responsibility of the Manufacturer or Vendor of the
Equipment for warranties it has made with respect to the Equipment.

Inspector and Authorized Represent-
ative of Lessor and Secured Party
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January
July 1,

January
July 1,

January
July 1,

January
July 1,

January
July 1,

January
July 1,

January
July 1,

January
July 1,

January
July 1,

January
July 1,

January
July 1,

January
July 1,

January
July 1,

January
July 1,

1, 1983
1983

1, 1984
1984

1, 1985
1985

1, 1986

1986

1, 1987
1987

1, 1988
1988

1, 1989
1989

1, 1990
1990

1, 1991
1991

1, 1992
1992

1, 1993
1993

1, 1994
1994

1, 1995
1995

1, 1996
1996

TERMINATION/CASUALTY SCHEDULE

FLAMBEAU/PORTEC
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TERMINATION VALUE/

CASUALTY VALUE
% OF TOTAL
ASSET COST

100.77191
101.22413

104.51996
101.38460

103.93712
100.63496

102.58492
99.09877

100.43762
96.72370

97.40704
93.41391

93.48544
92.74775

92.12123
91.13310

89.76609
88.41302

86.32413
84.54939

82.17928
80.19859

77.65677
75.46808

72.73966
70.32483

67.39353
64.73284
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TERMINATION/CASUALTY SCHEDULE (cont)

TERMINATION VALUE/
CASUALTY VALUE

$ OF TOTAL
ASSET COST

January 1, 1997 61.58096
Julv 1, 1997 58.65297
January 1, 1998 55.2AR125
Julv 1, 1998 52.04263
Januarv 1, 1999 48.39016
July 1, 1999 44 85554
Janvary 1, 2000 40.91957
Julv 1, 2000 37.04140
January 1, 2001 32.79719
Julv 1, 2001 28.54549
January 1, 2002 24.13868
July 1, 2002 19.82503
Thereafter 21.18910

P3N
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